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25X1
MEMORANDUM FOR:
25X1

SUBJECT : Economic and Political Qutlook for Greece [:::::::j

1. We are providing below the material you requested as a
follow-up to our discussion of 13 June on the economic and
political outlook for Greecg;

S ran CLSamee . o >

2. MWhat is the general economic outlook for Greece?

The outlook for the Greek economy remains poor. It is
unlikely that Prime Minister Papandreou will significantly alter
his present economic policies in the wake of his recent election
victory (2 June), although he may institute some limited
austerity measures. The National Economy Minister indicated
during the campaign that free market policies were unacceptable
because they would hurt workers and that maintaining real
household incomes and protecting jobs would be the government's
top priority. According to the IMF, however, Athens will have to
implement an adjustment program rapidly if it wants to avoid more
serious economic problems. We believe real economic growth will
slow in 1985 to about 2 percent and as a result unemployment will
probably rise to over 9 percent.

This memorandum was prepared by Office of 25X1
European Analysis. Questions and comments may be directed to the Chief, Western
Europe Division‘ ‘ 25X1
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--During his first term in office, Papandreou followed
generally expansionary and interventionist policies to
revive a stagnant economy and improve the incomes of
workers. GDP growth revived last year to 2.8 percent
following three years of no growth--largely because of an
improvement in agriculture and mining. Inflation fell from
25 percent in 1981 to 18.4 percent last year, but the drop
resulted mainly from tighter price controls. The public
sector borrowing requirement reached 15.5 percent, up from
11.3 percent in 1983. The combination of rising labor
costs and price controls, as well as Papandreou's sometimes
hostile posture toward the private sector, have severely
squeezed the profit margins of firms and shaken business
confidence. As a result, private investment in real terms
fell 12.1 percent in 1984. The growing financial
difficulties of business firms have caused unemployment to
double in Greece--from 4 percent in 1981 to 8.1 percent
last year.

- --The balance of payments deteriorated further in 1984. The
current account deficit expanded to $2.2 billion--up from
$1.9 billion in 1983--because of a fall in shipping
receipts, an increase in interest payments on growing
foreign debt, and a drop in EC subsidies. The external
debt grew to $14.5 billion in 1984, up from $10 billion in
1981. The debt service ratio reached approximately 25
percent last year. Greece's failure to reduce the
country's growing borrowing needs could jeopardize its
credit rating and necessitate a debt rescheduling in the
next few years. | | 25X1

3. What are the major trends in foreign exchange earnings?

The Greek economy depends heavily on earnings from
invisibles--specifically tourism, shipping, and subsidies from
the EC--for foreign exchange. These earnings traditionally have
covered approximately two-thirds of Greece's trade deficit.

--Tourism: Tourism accounts for approximately 10 to 15
percent of foreign exchange earnings annually. Tourism
receipts fell sharply in both 1982 and 1983--due mainly to
the world recession. The number of foreign visitors to
Greece fell 2 percent in 1982 and nearly 4 percent in
1983, Tourism receipts rose 12 percent last year to-$1.3
billion. Receipts from tourism are expected to rise about
10 percent in 1985. The actual figure may fall short of
the projection due to the travel advisory for Greece issued
by the United States in the wake of the hijacking of the
TWA flight last week. In 1984, American tourists comprised

25X1
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about 8 percent of thes»six million people who visited

Greece.

--Shipping: Shipping receipts have fallen steadily since
1981 (when they peaked at $1.8 billion) to $1.1 billion in

1984. Much of the decline is likely to be permanent

because the number ships in the Greek fleet has fallen from
nearly 3,900 at the end of 1981 to 2,788 at the end of 1984

as a result of the world shipping crisis and rising wages

for Greek seamen.

--EC Subsidies: In an ironic counterpoint to Prime Minister

Papandreou's anti-EC campaign broadsides, EC subsidies have

become an increasingly important source of invisible
earnings to Greece since its accession to the community in
1981. These transfers soared from $148 million in 1981 to

$834 million in 1983 before falling back to $715 million in

1984--mainly because of the depreciation of the European
Currency Unit (ECU) against the dollar. Without the EC
subsidies, Greece's current account deficit would have set
new records in each of the last two years. Subsidies from
the EC are likely to remain close to current levels--
especially with the new aid granted to Greece under the

Integrated Mediterranean Programs (IMPs).

4, What issues are currently souring Greek-Turkish

relations? How likely is conflict?

Tensions in Greek-Turkish relations since the early 1970s

stem largely from a tangled web

of conflicting claims in the

Aegean that touch on Greek and Turkish national security
interests. Greeks across the political spectrum see Turkey as a
growing regional power with designs on Greek territory,
particularly in the Aegean. For their part, the Turks believe
that Greece is seeking to preempt what they view as legitimate
Turkish rights in the area--a perception intensified after
Papandreou first became Prime Minister of Greece in 1981. On

occasion, the Greek and Turkish

Governments have each raised the

level of tensions. Papandreou's rhetorical flourishes have
tended to reinforce Turkish perceptions of an intransigent
Greece. Similarly, Ankara's periodic penetrations of Greek-

claimed airspace have tended to
aggressive Turkey. At present,
preventing minor incidents from
but events--such as the Turkish
independence in late 1983--have
relations.

--Continental shelf rights:

confirm Greek perceptions of an
both parties appear intent on
mushrooming into open conflict,
Cypriot declaration of .
severely strained Greek-Turkish

Greece maintains that its

inhabited islands have their own continental shelves--a
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view bolstered by international conventions. Turkey argues
that many of the Greek islands lie on the Anatolian shelf,
and it demands an equal share in the economic exploitation
and distribution of the Aegean's seabed resources--an issue
made more urgent in Ankara's eyes by the discovery of oil
there in the early 1970s.

--Territorial waters: Greece's territorial waters currently
are set at six nautical miles, but Athens reserves the
right to extend its boundaries to twelve nautical miles.
Ankara argues that this would cut off Turkey's direct
access to international waters and has made known that such
an extension could constitute a casus belli.

--Airspace and air traffic control: Since the early 1930s,
Greece has claimed an airspace of ten nautical miles around
its islands, and it has international sanction to supervise
all civilian flights in the Aegean. Athens has insisted
that all Turkish aircraft entering its Flight Information
Region file flight plans. Turkey recognizes an airspace of
only six nautical miles around the islands and does not
file plans for military flights, claiming that such flights
do not affect safety in the area and therefore do not come
under the provisions governing commercial air traffic.

--The militarization of the Aegean islands: Greece claims
that the right of national self-defense overrides any
treaty provisions providing for the demilitarization of its
Aegean islands. It justifies the upgrading of its defenses
on the islands by pointing to the Turkish invasion of
Cyprus and the creation after 1974 of the Turkish Aegean
Army based in Izmir. Turkey argues that the treaties under
which the islands were ceded to Greece dictate that they
remain demilitarized.

--NATO command and control: Greece withdrew from the
military wing of NATO in 1974 to protest the Turkish
invasion of Cyprus. Before then, Alliance command and
control responsibility in the Aegean fell to Athens. After
strenuous negotiations with the Allies--in part aimed at
developing a framework for reintegration that would
overcome Turkey's objections to Greece's reentry--the
conservative government of Prime Minister Karamanlis
rejoined NATO in 1980. \Under the reentry plan, command and
control responsibility in the Aegean was assigned to -the
Commander-in-Chief, Allied Forces, Southern Europe, pending
the resolution of the disputes between Greece and Turkey.
Greece is seeking to regain its pre-1974 responsibilities,
while Turkey is pressing for some formula that would allow
for joint control. The lack of progress on the issue

25X1
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reflects each side's concern that an agreement might
prejudice its other claims in the Aegean.

--Minorities: Greece and Turkey periodically accuse each

other of discriminating against the ethnic communities
living under their respective jurisdictions. Greece's
Muslim minority resides primarily in Thrace--close to the
Turkish border--and on the island of Rhodes. The ethnic
Greeks in Turkey live primarily in Istanbul and Izmir and
on the islands of Imbros and Tenedos. Each side accuses

the other of failing to respect the safeguards for minority

communities outlined by the 1923 Treaty of Lausanne.

--Cyprus: Although not strictly a bilateral issue, the

unresolved Cyprus problem has exacerbated the disputes in
the Aegean. Greece points to the Turkish invasion of
Cyprus in 1974 as proof of what it views as Ankara's
aggressive intentions and has called for the withdrawal of
Turkish troops as a precondition for meaningful
negotiations between the two Cypriot communities. Turkey
claims that it was the Athens-inspired coup against then
President and Archbishop Makarios that prompted its
intervention and that, as one of the original treaty
guarantors of Cypriot independence, it had the right to
intervene in order to protect the constitutional order.
Ankara also argues that it must maintain a military
presence in order to protect the Turkish Cypriot minority
pending an acceptable resolution of the intercommunal

differences.

Attachments:

Greece: Economic Indicators

Greece: External Debt

Greece: Balance of Payments

Turkey and Greece: Testing an Understanding
(INR study, U.S. Department of State)
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Real GDP growth
Inflation
Unemployment3

Private Investment
(percent change)

Net Public Sector
Borrowing Rquirement
(percent of GNP)

Exchange rate
(yearly average)

%estimates
projected

3unemp10yment statistics for Greece are inaccurate due to significant levels of underemployment
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Greece: Economic Indicators
1979 1980 1981 1982 1983 19841 1985
3.7 1.7 -0.3 -0.1 0.3 2.8 2.0
19.0 24.8 24.5 21.0 20.5 18.4 17.5
1.9 2.8 4.0 5.7 7.8 8.5 9.5
8.2 -11.5 -10.3 -4.5 -6.3 -12.1 -5.0
5.1 7.0 14.3 12.6 11.3 15.5 16.0
37.0 42.6 55.4 66.8 88.1 112.7 150.0

as well as disguised unemployment in the large agricultural sector
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Greece: External Debt*

1979 1980 1981 1982 1983 19841 19852

Current Account deficit
(in percent of GNP) 4.8 5.3 6.4 4.9 5.5 6.6 7.3

Inflow of private capital as
percent of current

account deficit 56.0 55.7 49.3 45.0 52.1 40.0 NA
External Debt, gross (in
billions of US dollars) 7.6 8.6 10.0 10.6 12.1 14.5 16.7
percent of GNP 19.1 20.7 26.5 27.3 34.7 42.8 51.6
Debt service ratio 9.2 13.4 17.0 18.7 21.9 25.0 28.0
25X1
éestimates
projected, based on the 1985 current account estimate of $2.2 billion.
25X1
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Balance of Payments

(in millions of US dollars)

1979 1980 1981 1982 1983 1984 1985

[ v ademirobanges e — -6178 -6809 -6697 -5927 -5386 -5379 -5350
Exports, f.o.b. 3932 4094 4771 4141 4105 4400 4750
Imports, c.i.f. 10110 -10903 -11468 -10068 -9491 -9779 -10100

balance on services 4296 4593 4276 4042 3510 3197 3135
and transfers
of which

Tourism (net) 1360 1424 1520 1153 814 978 1100
Shipping (net) 1312 1550 1455 1396 1079 928 780
Private transfers (net) 1165 1080 1076 1039 931 903 870
Interest income (net) -158 -267 -589 -647 -793 -944 -955
EC subsidies -- -- 148 550 834 715 740
Other (net) 617 806 666 551 645 617 600
urrent account balance -1882 -2216 -2421 -1885 -1876 -2182 -2215

25X1
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{U) TURKBY AND GREECE: TBESTING AN UIDIRSTAIDINQ

(C/NpP) Summary

In mid-Narch 1982 Greece and Turkey stepped back
ftom a confrontation in the Aegean continental shelf
dispute. But the dispute could return to the level
of crisis last resched during the voyage of the
Turhish oceanographic ship k in August 197¢.
That crisis led to the Berne Declaration of November
1976, in which the two countries agreed to manage
their disagreement on the demarcation and exploite-~
‘tion of the continental shelf of tne Aegean Sea.

A controversy over t*~ Declaration’s continuing
validity vas sparked in <. iary 1982 when Greek-
1icensed seismic petroleum explorations resused in
international vaters in the Aegean. Whether or not
the explorations were a violation of the Declaration
or related understandings, they were a departure from
both counttries' practices in the Aegean since 1976.
The easing of the near-crisis did not result in reaf-
gizmation of the Berne Declaration.

- | RESEARCH

Sach side remains vary, maintaining an increased
military posture apparently as a precaution against
srmed conflict, which neither is yet prepared to rule
out. If Greece should permit continued explorations
in the Aegean despite its reported promises to halt
them, a Turkish challenge~-probably baginning with
another cruise of the Siamik--would be likely. Thus
the question of continuve rence to the Berne Dec-
laration is central to peaceful management of the
continental shelf dispute. Though tenuous, the appac-
ently continuing mutual acceptance of the earlier
understandings could provide eventual negotiators an
advanced point of departure that would obviate the
need to renegotiate the difficult first steps towvard
a settlement.

C —
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COMPIDENTIAL
RDS-3 4/19/88 (Bellocchi, N.)

Report 364-AR

5652038 _// april 19, 1982 °
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tv)  Tne Becee D:clagatios

™e iamediate impetus behind the Berne Declaration was the
eriole precipitated by explorations conducted in intermational
vetere in the Asgean by the Turkish oceanographic ship $4iamik I in
Avgquot 1976¢. The 8ismik’s explorations, under naval escort,
ohellionged o Oceek contract with a private consortium to explore
ia & traet 1o international wvaters east of the Greek island of
T™haseoe (000 nEp). A Oreek appeal to the UN Security Council
sosulited 1a Desolution 395, calling upon both parties in the con-
tinental shelf dispute to “resume direct negotiations...and do
everything La their pover to ensute that these resulted im mutua
ally seeeptedle solutions.’l/

Afver 10 days of negotiations in Berne, on November 11, 1976,
both parties signed a declaration consisting of 10 points broadly
outlining the oconduct of the negotiations, for which no time
Jistte were specified. (See Appe:iix 1.) A key point is arti-
cle §, vhich states: °“Both parties shall undertake to rvefrain
froms eay timitiative or act relating to the continental shelf of
the Aopesn Boa which might prejudice the negotiations.® Until
1982, ceoh oide had demonstrated a more specific and apparently
sulually seceptadle interpretation of article 6 by refraining from
esplecatioa in the Aegean outside territorial waters.

ushieh Charee; Greek Reply
(9) Om Narch 2, 1962, the Turkish Poreign Minlstry charged
that tonsved Greek-l1icensed exploration in international vaters

. ooot of Theseos, January 19-29, “would de" a violation of arti-

cle 6 of the BDerne Declaration, and it made a formal °*inquiry® to
the Oreet Poreign Ninistry. The Turkish Poreign Ministry spokes-
saa etated that any oil exploration beyoad the territorial waters
vielstes o 197¢ agreement between Turkey and Greece.®

(C/we) Athens radio reported the Greek reply of the same day
vhiech coguested a citation of s epecific agreement probibiting
esplecation in international waters. Since 197¢, opposition
lesdere on both sides (formerly including Andreas Papandreou) had
éocried slleged secret agreements to refrain from petroleua explo-~
tatiea ia laternational waters of the Aegean. Mut in pressing

7 (87 aadvev Uileos, 2he Acgesn Disputs, Adelphi paper
Se. 133, vinter 1979-30.
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Ite aeewsstion, Turkey 4148 no: cite any "sectet® snnexes to the
Serne Declacation. 1Im o Case, the Greek statement of March 2
taplied thet the nev Gree Goverament would not tecognise such
Sgtocments oven if they could be shove to exist.

(9) 8y narch 13 Greece had u{ltu to the Turkish inquiry in

" termal diplomatie ohannels. A Turkish Niaistry of Poretign Aftfaics
Spotesnen t0rned the response *positive’ and said Tucrkey looked
fervasd te Laproved relstions, Rarch 24 press reports stated that
Gte000 bod agreed to halt further exploration in the disputed
otes, ond they 1ied Greek reaffirmation of the Berne Declaca-
tiea. At this r 28, botk pacties seemed to have eased avay from
o doveleoping crisis,

. 19) On Narch 23, however, a Greek official opokesman denied
Greeoe had teferred to the *first Page® (presumably the pudblic
poction) of the BDerne document. Ne added that Greece °considecs
it 1he Smelienable right to conduct explorations, drilling, and
aising oo Gseece’s an continental shelf® and that such pro-
stame vere “under study.® Turkey thereupon demanded ‘clarifica-
tion of tbe Greek ition.® Greece reiterated its stateaents of
Rasch 29 oo April 1 aad 3, stating more categorically that ®no
Greed TAROAE Message whateo:/er exists which refers to or
(00PN 1000 4R Agreement Detween Greece and Turkey on explocration
ol the Asgedn continental shelf.®

(C/BP) 1In early April an official of the consortium con-
Susting development and exploration of noctthern Aegean petroleun
tlelde for Greece privately confirmed that the consortium had not
toceived orders to shelve plans to drill at least two explocratory
velle ie the tract east of Thassos in the coming months.

Sceeh Peliey ghife

(C/8P) Regardless of legalistic questions of the force of
the Desne Deslaration, it is clear that the )n?udnou government
540 beodhea with established practice in Greece's management of the
osolinontal ohelf dispute with Turkey.

{9) shortly after assuming the prime -snutouur in October
1981, Pepaadrecy broke off high-level and technical bilateral talks
®h & tenge of Aegean issues. Ne maintained that negotistions were
' polatless It only Greek ocacessions were to be discussed. Turkish
Poreige Rinister Tuckaen called the freesiang of the talks °the
ogptaveting factor in all the [Aegean) disputes,® addiag that
*altheush there had been a0 sudstantial o!nu 12 these talks...
(they) nc: logomry even from a peychological standpoint for the
twe eouatries.

(LOU) On Narch 29 the leftist gg*w;’;ﬁ Teported that the
Gcood demarehe of Narch 13 had proposed (a ¢ two countties’

CONPIDENTIAL/NOT RELEASABLE TO PORBIGH PATIONALS
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feselgn ministers meet *defore summer® to consider the problems
Setween them, and {b) thereafter their secretaries-general
ooat inye 0 hold meeting on detalls. speculated that
tbe BATO ministerial conference im Luw €9 in Nay would provide
0 suitadle venue. A eimilar report appeaced in 3 Katherimini in
alé-Aptil, indicating the Greek Qovernment was pteparing its

1ie for a ®dialogue.® Sut a “4ialogue® would not necessarily
o84 L0 compromise: Papandreou has topeatedly emphasized that
*segetiations cannot concern any Oreek ooncessions, since there is
»0 ascgin for any.®

{L00) NWore provocative tham the break im talks, in the
NIsioh viev, was Greece's reneved permission to an internationasl
oensertium to conduct seismic exploration of the sesded im the
Sset Thassos tract. All evidence reviewed to date indicates that
these soundings were the first undertaken by either side in
tatesnational waters in the Aegean since the Derne Declaration,
(80e Appendix 2 for a chronology of Aegesa e location.) 1Iron-
feslly, it vas just such seisaic onplotation by the Turkish ships

in 1974 and Noca (renamed $izmik in Tuckish) in 1976 that

" ow strongest GreeXk protests; teas Papandreou, then in
thbe epposition, called to "sSink the Nora.®
() standings St Tested

{C/RP) 12 the early 1982 nesr-crisis did not tesult in a
elear ceatfirmation of the Berne Declaration, it nonetheless seens
te have left it in place. With the Declaration even tacitly
tosegaised, eventual talks could begin at a point well beyond the
‘oquare one® of August 197¢.

{C/NF) 1Im striotly juridical terms, whether Greece has vio-

jated the Berne Declazation is a question of interpretation of a
Ssesdly vorded agresment. But Greece's break with both sides’
rm ioe since the Declaration no doudt fueled Turkish suspicion
et Papandzecu imtends to ignore if sot openly reject the Declar-
etiea de had harshly cciticised as an opposition leader. Though
She Turks cauticusly professed hope for improved relations fol-
Joviag the apparently conclilistory Greek demarche, Papandrecu has

I 80t overcome Turkish suspicions. In pressing for an unambiguous
Gsood teatfirmation of the Derne Declaratioa, the Turks probably

! t0 test Papandteou’s real imtentiocas in the contimental
obeif and other Aegean @isputes.

(C/WP) But on many issues, Papandrecu bas velied on tactical
aabiguity to reconcile the extreme rhetoric of his opg::iuon and
° 4 9 with the more realistic stances he has to take

-10 “xo «x i he 13t ha

(1) ot of the goverament. An wnambiguous pudlic statement of
suppert for the Derne Declaration will remain too costly for
Pepondrecu, but he probably will adhere tacitly to mutually

CORPIDENTIAL/NOT RELEASABLE 70 POREIGHN NATIONALS
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bensliela) eadesstandings . . . if he will negotiate vith Turkey
to fosrsulete aa Asgean detente. Ne may need a crisis to renege on
Mo coamitment wot to tiate Greece's sovereign rights., The
®ere tosuwaption of h!gh-govol |eetings, even without concrete
ptogress ot trwe negotiations, would serve at least temporarily to
doluse tonslons (f accompanied by a cessation of provocations by
both eides.

(C) The Oreek position on the concurrent Aegean tercitorial
vaters diepute aay provide an insight into Papandreou's strateg
on the contineatal shelf issue: Papandreou has asserted Greece's
Cight te doclace a 12-mile limit a: any time; simultanecusly, he
bas given ne indication that he will make use of that °cight.® nNe
0.9.30.!1{ bopes such a stance will satisty his domestic requize-~
meate vhile avoiding a Turkish challenge. 1Indeed, on occasion the
Turhe have atated that they would not militarily challenge a mere
declaration of a 12-mile territorial seas limit; they would *meet
vith force® only ®attempts to enforce® that limit. Similarly,
Papandreoow may that his steadfast rhetorical assertion of a
Groeed elainm te the resources of the Lreek continental shelf under
intecnations] weters will satisfy his constituency, but fall short
of ptovoting & Turkish military challenge as long as Greece does
aot actively peursve its claia.

(C/BF) The Lav of the Sea convention now in drafting holds
b{ iteell se preaise of settlement of any of the several Aegean
disputes. Tuebhey insists the treaty should treat the Aegean, with
sore thans 3,008 Greek islands, as & “special case®; Greece sees it
as peroviding legitimacy for the Greek claims in the Aegean.
Sigaing of the treaty thus could exacerbate Aegean tensions.

(C/8P) A mev Aagean confrontation might run higher risks of
arsed olash, but 2lso might provide leaders of both sides with the
frooden sad pressure often necessary in the past for serious nego-
tistions betwesa Turkey and Greece. Resumed seismic ezplozations~-~
o1, ®ote prevesatively, exploratory drilling as still planned by
the Grech-1iesssed consortium--could yet occasion such a dangerous
. / octisle is the esming months. As in March, the biannual PTurkish
\ °Ses Wolf°® sevsl exercises soheduled for July 1982 are likely
agaln te craloe tensions in the several Aegean disputes.

1 44 red P. Ricaiardone
o i 237110

! Apptoved by 8. 5. Gelber
) 829214
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T8XT OF TR ul.,' DECLARATION?/
. On the proeedute t0 be followed !oann delimitation of the

A %S

coatinent sl shelf by Greece and Turkey.

1) Seth parties agree that noqothuom be sincere, detail.:d
aad eonducted in good faith with & viev to reaching an
soement based on mutual Nt regatrding the delimitation
of the continental shelf. |

12) Seoth parties agree that tboui negotiations should, due to
their nature, be strictly confidential.

ty) Seth pacties reserve their e tive positions regsrding
the delimitation of the contihental shelf.

(4) BeRd rrttu undertake the obligation not to use the details
of thile agreement and the proposals that each will make
duting the negotiations in any circusstances outside the
esatexnt of the negotiations.

{9 Doth parties agree no statements or leaks to the press
- oheuld be made referring to the content of the negotiations
saless they commonly agree to; do so.

e Seth parties undertake to abstain from any initiative or act
selating to the continental shelf of the Aegean Sea which
®iedt prejudice the negotiations.

(7 Soth parties usdertake, as far as the bilateral relations
ase eoncerned, to abstain from any initiative or act which
veuld tend to disoredit the other party.

") BoAb pacties have agreed to study state practice and inter-
astiecasal rules on this sudbject with a view to educing
eestain principles and practical criteria which could be of
w00 (n the delimitation of the continental shelf between the
tve eountries. !

3 (9) A eised commission vill de so§ up to this end and vill de
csmpesed of national representatives,

(18) Detd parties agres to adopt aiou&ul approaszh in the course
ot the negotiations ahead after oonsulting each other.

Signed 1o Detne: Jllth November 197‘. Released in Athens and
Ankatar 20tk November 197¢. .‘

I TV WiTeer, 55 slt., ». 30.
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(9) CERONOLOGY OF ABGBAN PETROLEUM BXP PIONS AND THS
CONTINBNTAL S8BLF DISPUT

Resamar 1249 (U) Greek junta signs explozation and devel-
opment contract with Oceanic Byplocation
Coapany of Denver, Colorado. Pive other US
::;:'72“' Oceanic in a coasortium during

Qeteber 1021 {U) Sast Thassos I, only exploratory well
spudded in international waters. Oil and gas

shov, but not in commercial gquantities.

1212 - Prseest {U) Sxploration continues without Turkish
challenge in Greek territorial waters vest of

Thassos.,

Pevester 1912 (U) Gas found in commercial gquantities in
Greek territorial waters {exploratory well
Ravalla 1).

Peveairer 1, 1923 (U) Turkey grants oil exploration rights in
eastern Aegean to Turkish State Petroleum Com-
pany (TPAO). Turkish license Aincludes part of
area east of Thassos licensed by Greece.

rehcsacy A214 (0) 011 édiscovery announced in Prinocs field
vest of Thassos.

My I2-iuet ), 1974 (U) Turkish oceanographic ship Candarly,

escorted by 32 varships, explores western
1imit of Turkish claiss.

i ane 22, A4 (U) Greek and Turkish troops placed on alert.
\ daly A224 (U) Turkish invasios of Cyprus. Greek junta
' falla. Cyprus overshadovs contineatal shelf
dispute.
A1214-23% {U) Raramanlie government renegotiates oil

ezploration contracts.

!7 VY Fre-1379 .:!onolo.y drevs larvgely froa Wilses, op. git.
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CONPIDBNTIAL
- 111 -

(U) Brussels communique: Both sides agree
to resolve continental shelf dispute through
negotiations and the International Court of

Justice.

(V) Greece signs nev contract with Oneanic
Coapany, Denison Nines Ltd. (of Canada), g{
a)., pormitting 0:::0:;:10» and developmen
east and west of 9808 in and outside ter-
titorial waters. Contract provides &8-month
concession, during which at least six expl---
atoty wells sust be drilled.

(U) Turkey anncunces that Nora (later
renaned k 1) wvill prospect in disputed
waters east of Thassos.

{v) g;inzn enters disputed area in inter-
national waters west of Lesbos, escorted by
& mineswveeper and one naval aircraft.

(U) Greece appeals to UN Security Council.

(V) OUNSC adopts Resolution 39S calling for
resumed negotiations.

(U) Oceanic Co. withdraws from consortium.

{(U) Greece modbilizes Aegean fleet aftrer
Turkey announces further Sizmik explorations.

(U) 8ismik prospects in disputed claim ares
east o 28808 .

{U) Raramanlis and Demirel governments sign
Berne Declaration on conduct of negotiations
on the coatinental shelf dispute.

(U) Berne Declaration published in Ankate
and Athens. Opposition leaders Ecevit in
Turkey and Papandreou in Greece condemn
agreement as concession of national rights.

(U) Denison Nimes Ltd., et al., form North
Asgean Petroleus Company ).

{U) Bxploratory drilling delineates Prinos
£101d in Greek territorial vaters off
Ravalla west of Thassos.
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"

(LOU) Raramanlis government invokes
Sajeysr clause of contract with MAPC to
suspend exploration rights in internationsl
vaters. MNAPC had completed four of the
ainisun 9ix required exploratory wells,

facly 1918 {U) NAPC member Pluor Corp. begins
. developaent of Prinos field.
Sarch 10-14, 1978 U) Xaramanlis and Bcevit (Prime Minister

since Januacry 1978) meet at Montreux,
establishing a *sincere and friendly
dialogue.® Communique makes no mention of
agreenent on settlement, but announces
fusther talks.

1979 {U) TPAO relinquishes rights to explore in
several, but not all, tracts ia fnterna-
tional waters in Aegean.

Apcil 2, 1978 (U) Announcement r¢ bilateral talks at the
Ministry of .ureic \ffairs (mPA) Secretary
Generai-level, scheuusled for April 14,
scuttled after US State Department same day
announced approach to US Congress to 1ife
arms embargo.

Peoeeket A9, i97¢ (U) International Court of Justice refuses
to arbitrate Aegean dispute.

anaper 190) (0) Production begins in Prinos tleld.

Qgtobes 18, 1981 (U) Andreas Papandreou elected Prime
Ninister,

Laneery 18, 1943 {LOU) Greece revokes force majeur
suspension of NAPC exploration r ghts,

restoring remaining 18 months of term as
provided in contract.

Ja8vasx _12-2%, 1962 (C/NP) WAPC conducts sonic seismic explor-
ations, without contact with seaded, in

international vaters east of Thassos.
Southeasterly-nost exploration point wvas 40°
35°'N., 25° 18'R. (eee map). NARC reportedly
4ces not intend to explore to the south or
oast of that point.
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JARNACX-PORCRALY 1982 (V) turkish press amnou ‘0. Greek violation
of Berne Declaratios °*to avoid exploretion

in disputed areas.® Turk
studies to determine whe
ted a:
9032

took place in 44
plans for summer
g;;n;u.

(D)

countries of aggressive i
agtieming their own count

peace.,
Rareh 19, A9B3 (V)

(0) New York Time

{0)

shelf®,
studied.
Greek position.

Rarah 39, 1982

venue. Greek I Xa
report April 1T,

COB? IDENTIAL/NOT REBLEASABLE TO vonlxo# RATIONALS

(V) Tuckey announces °i
explorations east of Tha
“possidle® violations of

{U) ZTurkish press a
voyage. Tuzkish
naval and asir exer
Greece holds air-sea te
oharges Tuchish violati
Fiight Information Regio

Prime Ministers Ulusy and Papandreou
nBake speeches charging anh other’s

Turkish MPA calls Grpek response to its
daquiry “positive® and aaE

forvward to improved relat

8 reporks Greece agreed to
balt explorations in disputed area.

Greex spokesman deniss Greek reference
to *first page® of Berne
to Turkey; reaffirms Greefe's ®inalienable
tight to conduct exuplorat on,
»aining on Greece's Aegean continental
states such programs are being
Tutkey demands Pclarification® of

(U) Turkish iggQ*;;gg% seports Greek
r:opo'al for foreign ministerial Dilateral
before summet,® speculat "g that NATO
conference in Luzembourg in Nay will be

h MPA ansounces
¢t exploration
Press tepocts

a8 voyage of

4ry® to Greece on
8, charging
the Declaration.

in geports plans for
ANUal “sea

808 in Aegean.

e exercises;

of airspace and

fules,

tent, but
les' desire for
i

l

8 Turkey looks
ons,

'

ocument in reply
drilling, and

cartries similarx
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il L-2, A282 (V) Greek Governmeat spokesman says Greece
: 8ade no geference to Berne Declacation and

is studying further eiplorations and
0rilling in Aegean.

Amsid 28, 1203 (U) Lav of the Sea drafring sesston
soheduled to conclude.

iy _A42 (V) Second 1982 Turkish "sea wolf® naval
exezcises scheduled.

femtemiax 1282 (V) Possidble Lav of the Sea signing
cesemony.

Aanat AR, A0R) {C) MAPC exploration rights due to expire.
WAPC plans to drill at least tvo exploratory

vells east of Thassos before this date.
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